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By ROBERT E. GRAHAM, Jr.

Factors -Underlyi_ng Changes
in the Geographic Distribution of Income

THE regional distribution of personal
income has exhibited persistent trends
over the psast thrae and one-half

decades. The shift of income from the -

North ond East to the Scuth and West,
which characterized the 1920%, and
which accelerpied s the SCOnGIY
surged to full ecapacity during World
Wear I, has continued over the post
decads and & half. BSince 1948, rela-
tive changes in the regional distribu-
tion of personal income have amounted
tc sbout $22 billion. That is, in-
dividval inecome in the South and Wesat
is $22 billion more and in the North
and East $22 billion lese than would
have been the caze had all seations of

Thie shift arnounts to 5 percent of the
personal income total of $481 billion in
1963 By States, the amount redis-
tributed iz even larger, as there were
some offsetting changes within regions.

This geographic shift in the dis-
tribution of personal income may be
viewed as the net result of twa types of
economic foreaz. Om the one hand,
most individual industries in the south-
ern apd western regions - expanded
more roapidly then Gheir couaterparte
in the North nnd Enast, 8 factor which
incressed total income in these ireas
et an above-average rate. Om the
othar hand, the northern and enstern
regions had & preponderance of those
industries which, dwing the postwar
period, were rapid-growers regerdless
of their geographic location; the two
southern regions and the Rocky Moun-
toin States tended to specialize in
the slower growing types of indusines.
The effect of this difference in the
“industry-mix® of the two areas offaet
8 part of the changs in total income
due to tha diffarentin]l performance of

the aress on an industry-by-industey
basis.

Accompaaying these relative income
shifts, and partly cavsing them, were
varving rates of popuiation growth in
the regions. Generally, the population
movement was to the Southwest and
West with the Boutheastern States
benefiting to only s small extent.

With the gevgraphic changes in popu-
lation end income tendmg to move
parallal, changes In per capiia income
sinpe 1048 relative to that of the Nation
have besn small. Mot changes that
did occur continued the trend toward a
lessening of regional differences in per

" eapite incomea.
the country grown at the same rate. -

Scope of report

This report is concerned with changss
in the geopraphie distribu tion of income
during tha decade and a haif sines the
completion of economic reeonwversion
following World War II.  Specifieally,
its purpose iz to review lrends in the
geographic distribution of income and
to analyze the industrial and popalation
inctors underlying these regional in-
come trends for such light as they may
shed on the future course of the various
regional economies.

Before Leginning an examinstion of
postwar ingowne shifts, a briel staternent
ot definition and messurement of trend
as employed here should be useful.
The concept of trend = related to
Iong-term growth or decline. It is
churacterized by regularity and per-
sistency. Tomensure trend, it is neces-
aary to sepavate the underlying long-
term movement in & @me series Dot
only from the random, irregular factors
but alsy from the affects of changes in
the businsss cycle.

Since the focus of this aréicle is on
ralative shifis o income, State and
regional trends are measured lLere
with tota]l TUnited States income as &
standard of reference. Income in each
State and region iz expressed ns &

'REGHOMAL DISTRIEUION OF 'ID'IM'.
PERSOMAL INCOME
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percent of the national total, and trend

iz caleulated in terms of chenges in

each area’s shara of the boipl—an

inereased of decreased share repre-

senting an uvpward or downward in-

come fend relative to the Nation's,
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The sharpest changes in economic
-aotivity stem from the progression of
the business oycle through its phases
of recesmon and recovery. (yelical
changes have substantally different
impacts in the severs] regionms; conse-
quently, a comparison of geographic
income distribution for trend purposes
i= valid coly whep the economy of each
region is at approximately the same

SURVEY OF CURRENT BUSINESS

point in the business cyele Accord-
ingly, the yoars 1948, 1953, 1957, and
1963 have been chosen for imessuring
pustwar rogionel income trends . In
genearal, they represent high and roughly
coriparable peints in the business cycle.
Ther are alse relatively free trom dis-
tortions due to rendom and Irregular
factors such mes war, reconversion, and
major strikes,

Changes in the Regional Distribution of Tncome

As depicted in the accompanying
chart and map, thers has been a sig-
pificent geographic redistribution of
income over the postwar years. Sipes
1842, the four southern and wastern
regions have incressed their share of
the national total of parsonal income
by 15 percent—an average increase of
about 1 percent a yaar—whils the [our
northeasteyn and ceniral poriioms of
tha country have snsiained the loee.

The extent of these income ehifts is
ghown in table I. In relative termsa,
the largest change occurred in the Far
¥Wagt, which increased its zhore of the
Natien's income from 11% percent o
14% percent, or by one-fourth, from
1248 to 1963. Inecome in that region
azpanded one sod three-fourths, while
for the Nation as a whole, it wns up
one and one-fourth. If the Far West
had pe more than kept pace with the
national growth rate, its persomal in-
come ungzregate in 1943 would have
amounted to 352 billicn; instead, it
totaled nearly $66 billion. Thus, over
the past L5 years, the faster economic
growih of the For West has added
about $123 billion more to its economy
then might bave been expected on the
bgsiz of the notional overage.

Abhove-average growth m the Far
Wast reflects the rapid expansion of
practically sl industries in California
apd Nevada; the predominance of
rapid-growth industries in the economy
of Clalifornia: snd tha correiative heavy
migration into the ares. The other
two States of the region, Washington
and Oragom, experienced moderate de-
clines in thair share of income,

In contrast, tha income shsre of

the Plaing 3fates declined 15 parcent
from 1848 to 1963, with ench State
sharing in the loas, In dellar texms,

HEYY EMGLAND
- Totol Parscnal Ingome

April 1684

vesidents of thiz region received $6 .

billioia less last year than they wonld
have if economic growth in the region
bad eqoalled the national paee. ‘The be-
low-average income gain of this region
chn he nseribed directly to w reduced
volume of farm income, n development
that extended throughout the Nation,
generally, but which had its grestese
impact in the Pluins States.

Relative shifts in the distribution
of income have been more moderate
in the remaimng six regions. In the
New Enpland, Mideast, and Grest
Lakesn aressz, the share of income in
1963 was about § percent lower than
in 1948. In fhe two southern regions
and tha Rocky Mountain States, the
income shere rose by 5 to 10 percent.

E
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‘Continuity qf trends

Two chmmterlstm:s of postwar
ragional trends may be noted. First—
and most important because of its
jmplieation for the evalustion of fufure

‘income changes—is the trend con-
tinuity thet has prevailed over the

entire span since 1929, Major excep-
tions are the acceleration of changes in
shares between 1940 and 1948, and the
unusual influence of agriculture in
bolstering the income flow in the
Flaing States in 1948,

This trend continaity merits further
attention beesuse if relatively continu-

"ous trends bavae chiained lor 35 years—

a span that has imcluded dramatic
economic changes—their continuation

SQUTHEAST

Monfarm ncome /'..
7
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RQCHY MOUMTAIN
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for some time tn come would seern
reasonsbla. - ‘This is not to a8y that a
mechanical extrapolation of past trehds
can be assurmed to hold for the future.
It does give assurance, howaver, that
there is sufficient stability in regional
income trends to permit their projection
provided the tasl iz carried out in some
industrisl detail and the extensions are
modified, relative to the past, as may
be mdicoted by careful analysis.

"The income shares of the two north-
eagtern regions, New England and the
Midesst, ware reduced in each of the
mpjor pericds charted. Moreover, ex-
capt for the sharper rate of decline
during the war and reconversion, the
glope of the downtrend did not vey

. the region.
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appreciably in tle yenrs 1926-40, 1945~

53, 195357, or 1957-63.

. In the two central areas, the (Great
Linkes and Plaine States, the parallelism
between postwar wends end these of
earlier periods is more obscure. From
the chari on this page it appears that
the shares of meome received in these
two Tegions were roughly the same in
1929 and 1845—in contrast to the de-
clines that have ocousTed sinca the
latter year. This depariure from estab-
lished trends is more apparent than
real, however, as the income shares of
both the Great Lakes and Plains Sintes
were bolstered in 1948 by special devel-
opments which lnck trend significance.

‘In the Great Lakes, with its concen-
tration of metol-fabricating indust.lies,
the production of munitions in - the
early 1040°s and of peace-iime durable
goods nfter World War II pushed the
region’s share of total incerne above
swhat ilg trend positionn would have
been, simply beeause its industrial
structmre was such as to anable the
region to benefit especinlly from the
type of demand that developed In
the Plains States, the record volume of
farm income in 1948 was responsible
for the rezion’s mereased share of total
inceme in that year. In both areas,
these bolstering influences represent
special factors.  If these are dizcounted,
the 192048 trends in the Great Laltes
and Plains States are down, and the
1348 to 1963 movements Are seen to he
more in Line with them,

In the four southerm wnd western
regions, trend eontinuity i clearer,
although the speed-up during the war

" years interrupis it to sorme extent.

Influence of particular Stotes

A seeond feature of postwar regional
income shifts is the dominant influence
of partieular States in thesa regions
with rizsing incone trends. Changes in
threa of the four regions with increased
ineoite shares in 1963 were dominsted
by developments in a single Stata of
The expansion in the
shares of income recsived in the South-
enst, Rocky Mountuin and Far Weat,
was dite slmost entirely to the economic
growth of Florida, Celorado, and Cali-
fornia. Exclusion of these thres Stites
from their respective regionnl totals
would yield o decline in the income
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-share of each region betwesn 1948 and
1963. )

This situation contrasts with that in
the 102648 period when the trend of
incoms in moeet Staies in the four areas
with above-nverage growih accorded
with that of the region in which they
were located. For example, of the 28
States in the four southern and wastern
ragione, all exeept one increased their

SURVEY OF CURRENT BUSINESS

incomes share between 1920 and 19048,

However, thers is strong evidenea that

the Tack of adherence to regional trends
on the part of the individual States is
lessening. Betwesn 1957 and 1963,
sevoral of the States which Lind been
moving counter to their régional aver-
age came back into line, . -

State conformity to regional change
was moch greater in those sectiona of

Lprll.]ﬁﬁé

the country with declining -income
trends. Al States of tha Gréas Lakes

and Plaing experienced n- decreased in-
come share betwean 1948 and 1963, ne

* did five of the six New Englend States.
Only in the Mideast was there hetero- *

geneity of movement; htplf'uf the States
inoreasad their ehare of incoms snd
half suffered a reduction.
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T lnduslrial Factnrs llnilcrlyhg Regmnal Trends

Tha remnmdm' uf th.ts s.t‘t’.mle BKAD-
ihes the factors’ underlving postwar
regional income trends. - They will be
digenssed from three standpoints: In-
dustrial changes in the income eggre-
gate; the influence of population shifts
on inpome change: and :trerids in per

Table 1.—Total Parsonal Incorne, by States and Begiotis, Selected Yeara ! —Contionad

ca,plt.a. income. Analysiz at t]:ns level

. eannot do much more then point out
. telnfave strengthe and wealmesses of

partienlar areas, and rnessure their
fmportance. A deierrnination of un-
derlying canses and effecte—why, for
peample, & given indusiry in one

region has prown faster than its eoun-
terpart in other regions—is a problem
bhovond the seope of thia raview.
For analytice]l purposes total income
may be divided into two categories:
That received by persons Tor their
participation in eurremt production
{hereafter termed participation incoma},

.and that received from investmenis gnd

in the form of transfer payments.
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Participation Income

The fixst category, participotién in-
cozne, accounts for about 80 percent of
total income om the average.
sist? of wages and salaries, supplemen-
tery labor inceme, rnd carnings of
seli-employed persons, wnd 16 can be
measyred on an industry basis. Since
Stata and regional changes in participa-
tion " ineome closely parallaled tha
changes in total income discussed pre-
viously, attention is turned toward an
annlysis of factors making for geograph-
ic warintione in chanwes in partivipsa-
tion imcome. The initial step in the
process is to dissect the totsl prowth
inerement of this iregine aggregate into
its component parts.!

Components of grovth

The firsi component iz dpe to the
overall growth of the national economy.
The agsumption is made that with no
diffarences in reptonel characteristics
each ares would grow at the sama rate,
snd so maintein itz share of the
Nation’s totel. This national growth
element is thus compuied by spplying
ta participation income in each Stale
in the inicial year (1943} the nalicnsl
percentage incresze in total participa-
ticn income between the initial year and
the terminal year {1962). These fig-
ures are shown in column A, tabla 3.2

The second element of an ares's
expansion, and the ficst of tha twe
factors which make for a difference in
the growth rate of an area and the
Nation, stems from differences in in-
come structure or “industry-mix™ of
the aren nnd the Nation. To the
extent that o large proportion of an
area’s economy consisls of slow-growing
indusiries, tfa income will expand ot o
below-average rate, other things being
equal. Convarsely, an srea that spe-
cializes 1n industries that are gonerally
growing rapidly wil increass its share

1 e brebritdguee oted Do i9 iy develeped peindpaly by
gy 8. Dunn and 3ot hbrik ln "4 Suacbasesl oml Anokyes
sl Teohiolgwo for Reglonsd Anohls™, Frgwrd add Frocied-
THgd, Magioanl Seeage Asnefetion, Vel 8. [000, pp. BRI
Fariher davelopmmt and refloomont of tho bechnlguws &
Pow nndeyway¥ in the Regloon] Beopomnhs Divigied of
Cifice of Musinsss Econamilés wmlor te ﬂirel:l.lnn of Losweil
D, Ashby aod Jotn M. Moteln.

-3 he yewr L0GE B oveed 08 tl% berniond poar beoenmc the
mcoaswry indoagripd detoll for 108 6 oo avallehls, To
Jle oM summiary deto, Bdbadlotlon of W63 for 1w
wronld cauze o BElpaifant difareic 1o cag luions roctherl,

It com--
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of the Nafion's inconie. total,
things bemg equal.

‘Thi= mdustry~m1x s OF composi-
tiooal effeci, = measured by applying
to each industry in en ares in the base
year the difference between the na-
tipnal growth rets in that industey
snd the national all-industry growth
rate. Where the former s larger, the
industry is termed a rapid-growth
industry, snd it givas a special boost te
ares growth, with the size of the incve-
ment determined by the amount of
the industry located in the area.
Where the industry prowth rate is lass
than the all-industey fizurs, it is termad
b slow-growih industry and its effect
on differential ingome growth is negs-
tive. This offect iz 2 relative one, of
contge.  In mostinstances, slow-growth
industries added to total income in an
are i absolute terms.  The induztry-
mix component i shown for all in-
dustries combined in column B, table 3.

The third, and final element of an
area’s growth, and tha second which
mankes for o differential changa comes
from regional shifts within individmeal
industries. An industty that is grow-
mg faster (slower) in an aven than its
sounterparts in the Nation as a whole
will sdd to (subtract from) the area’s
overall growth. Thiz ‘regional in-
dustry-share’ glement is caleulated by
applying te each local industry in the
base year the diffsrence between the

l:rthq:

percentage change m that indusiry . Sewhess

in the ares ang the percentage change
in the same industry nationally. The
volus of the total regional share efect
ts shown in column C, table 3.

Thea eum of the three componants—
seq column I, table 3—eaquals the total
change in incoms from participation
in ¢urrent production. The sum of
the industry-mix snd regional-share
offects for all industries combined
represonts the nst relative change in
jncorne in the ares. It is the dollar
maasure by which the rate of aren
income chunge exceeds or falla short of
the naticnal growih rafe. This meas-
ure i3 tabulated in column E of table 3.
_Two points should he kept in mind
with regard to this avalytical tech-
nigue, Whila it ie diffieull to interpret
the two factors accounting for differ-
enced in repional prowth in terme of

Precise gcopoinic cntegonea. the ragmnnl-
ghare factor can, in many caves, he
taken to reflect changes in the relative
competiiibve posibon_ .of the various
Tegions., Secondly, the- allocation of
# relative change in ingome between
that part due to ragmnnl—s]mm and
that due to industry-mizx is dependent
to a degres on-the axtent of industrial
disaggregation msed. . . . .

Regionnd-share ond
effects

Regional-share effects played the dom-
ioant role in determining net chanpes in
the geographie-distribution of participa-
tion income betwean 148 and 1862. In
evory Tegion except the Pleing, the
income change due to regional-share was
much Marger then that due to industry-
mix effect. In the Piains repion the
opposita siluation obtained, as the
decline in farm incomes bad its maoxi-
mam impaet theve,

Tha pervasiveness of ths regional-
share affect shows claarly in the aceon-
panying tabulnéion. Except in the
Plains, most industries within a region
increased their share of the industry
total or most sustained a relative loss.
Oniy in the Plains did the gains and
lossss appreach s balance.

Number of sndusirien in azeh regiem wilh

refolfve gotng or relafine fpases
' Taikp

indusiry-mix

FEEEEarw

The effect of industry-mix on relative
ineome chakge generally 1an counter to
the regional-share experience. A favor-
able industry-mix, reflecting mainly the
compnrative absenca of agricufture,
reduced the total relative loss in income
substantially in the two northessiern
regions and in the Great Lales.

A contrary sitatation prevailed in the
two southern regions and in the Rocky
Mountain Sistes. Fach of these re-
gions was characterized by a very
adverse inniustl-y-mix, azain a reflection
of sgriculture, and in each ares this
tended (o reduce suhsmm;m]l_}* the
above-average growth in total inconte.

In the agricultural Plains States, both
faetors accounting. for dilferential in-
come growth were pdverse, with bidus-
try-mix by far the Jarger influence.


file:///yith

21

SURVEY OF CURRENT. BUSINESS

April 1084

e LE QY.
FEPERE
g 3
.uEPet.mf
1mﬁmm i
g g
.mwm S4s m‘m
R ERY
nﬁmmmmh
.E.mn_ _Mm
£ m.l o m
Speg=24
w.ﬂ“m m.m.m a
?fm.d‘mmm ] m
..M Enﬂm .
23829l
ﬂ..m__... [ W....m
L] W 2
EEELE
ﬁahfmmm
FE.2"1
ST
fasgvE
= = mm m -
g 87523
28E2 LB
m.wm n_....n._
B EERE
wwym.m.m.m.m
,mmMmm
2493
.n_..m...m num.m
Freil
m‘mmmw
et
T
L) ..m.ow.mwa
mh# L
th.m.. o=
L2283
_F“m.mrm W;M“M
h=N-)
S

83
.ﬂ-m
8 B>
o
y mm
e
mmm
W o
¥ i
D
_mmm
5
|

Bots in thenr

sufferad redus
shares of the corresponding industry

totals. Althouzh declines were the

industri

4 Por shom of the 34 indintrbe, payretls instoed of tobl
prrHtipatlon locomn o osed.  To thoso instorss, other fnkbgr

Lecoe 800 tHorloters” IRSsemnes ane graupced I tha et

A

Tahle 2.~Per Copita Parsonal Inconsa, by States and Regions, Seleoted Yeoam |

%ﬂ M| & EReRhdy o bt W A T I.iim_ﬂw_:‘ M S e el b _l.!_ll__ LT T -

mﬁ Z B REREAA & BEEARE 5 SSHTRE A SARSRAGH A AZBRNDLOASTI X DERR £ SWgRH £ LHEZE  own

_m mﬂ OB HESEYE B ANESSS & UYTES A SAIA9EA o 2545SCSSf8EY f Andgf § omegz @ oooes  on
- M.ﬁ £ 5 RRRAST N SXNVAN b 2EERL = ﬂlmm_.ﬂnﬂ A RABEGARREEER & mBRE N SSIAR 3 SORA _MN
M m._.m H O OEREEE ¢ CREISR I TERUR ¥ SYEREBE % BURFERRRRRPRS & RERE ¥ SC8An 2 LXSE mﬂ
B% | B ® ZSeSRR 2 BRGRB2 ® feLRE 3 MENREAR & SIGUBNNIIIL § 293 § EuEEa 4 gper ..

§o | % T 34anR5 B BS38%k N 25847 § AEAYEA & HROEUNUASESG U AR § RANGA B SRR oo

¥ | TS 2F3CRE 8 923072 C GUEnE % SEESRTE X JNPPTSERSSPE § RICk ¥ SEERE © DEEN S

£ | & 5 %es39% 3 nESHIA & 2YEGY % 29gRLEY ;¢ IREOZISGEINE I 3992 ¥ 39zz8 & S8y =8

g g | & 8 92853% = 232072 £ 333§R X BUEEDII ° SEMNRDERSSNI ¥ RSRR 3 SEEIS B IURE 22
m £ | B E I3RIFR B AZBE22 § FA85E X FEAQER £ DAIERULESERS 8 883 3 2 LE¥N  SE
B 1% |82 YcRIEE & SARTEE £ RASHE X ESSRENE - SHRBERSRBIRE 5 BRRB 2 5 3BRE =3
g g | 82 #3825 & DARTSN & E5EHS X UNERNAN & ORRSEIBRSENE 5 2GEE B & EE3% 3B
M § |22 bem3sh p n5EnSY 8 §3ch® & BENSUEE 2 FessEESOe4ArS D BISE 8 A prEm 48
E | B 5 BEeHA% 8 SNIIRE 2 JOSNE 3 WISEsrH 4 EOibEDbELLE? & OAES o JEECA S

B | &8 292E3F § 353952 F SoNEE 7 DUSR23R O £3RURRCDT0Y - 2883 8 % 5589 4

g |3 2 EBZEEE 3 SBINRE § Gacak § BRGAZNW & E.REZRSiERed ¥ EEE 3 § gamm 3%

ef of eleieieieles o iolelarefed oF cfclefeled o cioioioirbols o olevedrimi e maleel e = 0 mebeeb o vl wiréeder eded

§ |2 E 2=ESRE § ZGESES & SEREN £ ASTHERY X EROITEESEEZY E S238 5 g EQEE R

of ol =eiedededed of oichelirdslior of ofofcfcfof of ciofeleleiofef o Tt S tmdpfeicdele  m deheaed ol o ool el

g | K 8 S23588 2 593382 § Ro0AN 3 SR5NE3M ¢ BASSRULERET ¢ 328% ¢ 2 250 03

of of ~Teleofeded of ofiimoind o olvicicied of ofefeielmicitd of STl Mo = el o o eloleiei  oled

2| & ® & £E2BREE B RORIER € JHESE ¥ S5ER33% 7 ZHOBEGDRYREE I 3NEC 3 ¥ ZEEY EBE
__ m of o dedereldied of ofededwieded o efefedeied ..h. [y T g R (S N PSR O N N . Y o clobefed oM
8|y | #3%n7 ¢ 298298 ¢ qqsge ¥ BEoEgEE $ cOSSESSRAEYS § 3555 3 T 8232 %3
M o ] el W eievideeltl ol efeldledet S LTI IS o ..__.q?._rL_L_1111 LT A R o ol-tebel
(g [ % % 5R9BRS B =333YR © X2925% T 997368k § IRURGRSISS B <8RS & 2§83 ug
- = Lt Y Y TRy T ST I g S I ST S e e sl Al el
% | 8 S ARESSR 3 RGSESE § IIIRC I SRANGAL & MRRRUCUANEEY £ SEER § ZEERE 5

Lad o e ml i o el P AT - - - [ g TR, ST -

£ | 2B URREEG B mmmmmm B EU3ZZ 3 BIAS89Y T GUGRRRS0YNEE & RURE & B SEET 45

§ | B G 23HEEY % REFSRS % 8R3EY I RROESEE ¥ g 5 38ER 4 % REEE 4
BRIRERHI HHE "m w I

P otg it mﬂ ; ; : 1

b B ! = i H

17 sk Iy E m H

3§ e 224 1 E “ .

P8 g i 1l o

] okt 3 EA m M F) <

1. Toluls inclode Alsske and Huwnf for 1960 Forwond,

P =10k o b,



22

rule, only o few indusiries were respon-
gibla for the bulk of the outshift of
ineome, Moreover, in general, the
game indusiries wera logars in each of
the three regions.

With only occasional exception, in-

dusiries experiencing substautially be-
low-average growth in each of these 3
induatrinlized regions included those
producing for export to other regions
guch as primary and febricated metals,
electrical and nonelecirical mechinery
and nenautemative  transportation
equipment,
. Because population growth in these
threa Tegions has been well below nver-
age since 1948, industries producing
services for consumption by the local
population of these arens also expanded
less thon did the national averege.
‘Fhese incinde trade, finance, State and
locy) government, and services. On
the aversge, these nine major industries
accounted for two-thisds of the short-
tall in New England, the Midesst, uod
Great Lales,

Tn some industries, losses due io
changes in the geographic distributicn
of indusiry were highly eoncentrated.
The migration of the textile industry
to the South contributed heavily to
New Eagland’s income lag. In tha
Mideast, slower growth stemmed from
an outshift of Federnl activities, and
from losses in the share of npparel and
chemical manufacturing. In the Great
Lakes, a ghift of antomotive preduction
to olher parts af the Natior and n
slewdown in construction activily con-
tributed to the unlavorable sxperience
of this region. '

In the Plains States, the story is one
of the spreading effects of agricultural
decline on industrinl setivity mod popu-
iation. The reduection in farm income
frora 19485 to 1962 was primerly
responsible for a net loss of mewly
ons-half billion deollars.
companied by ouatmigration of the
population. which in turn, led to below
averege gains in industries which service
the population of the sres. These were
large in trade, service, and State and
local governments.

The share losses of the northern and
central regions were mirrored in the
rains of the souibern and western

It wae ac—
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ssetions—as can be seen from the
forogoing text tabulstion.

Gains wers widespread in tha South-
gnst, Southwest, ond Far West. In
the Rocky Mountein States they were
tewer amd tended to concenirate in
ihose industries meeting the needs of
the Iocal popuintion rather than pro-
ducing for export from the region.

April 1064

(3sing .of partienlar importaoce in-
cluded the shift of food, textiles, and
apparel into the Southeast; of non-
automotive transportation equipment
into the Southiwest and Far West; of
primary and fabricated metals to the
West Const; and the spectacularly
swift growth of aervices in the Far
West. C

T L




April 1504

Changes in weapons syatem

! . The single most important develop-
ment. ipfluencing indusiey-mix  in
certain areas was the changing struc-
ture of defense procurement! There
has been a shift of major proportions
in the weapons system of tha Defense
Department. At the end of the Eoraan
conflict (1958}, tanles, other wehicles,
weapons, ammunition, ets., constituted
helf of the mmifitary hard goods bought.
By 1961, this proportion had dropped
toone-eighth.  Conversaly, missiles and
glectronics accounted for about 12
percent of prime contrnct awards in
1853, but by 1061 they took up more
than half of all prime military hard
ponda contraets.

With the concentration of the mora
conventional types of military bhard
goods in the Midanst, Great Lalkes, and
New England areas, and with the
tendency for missile. and electronic
production to be located in the South
and West, the shift in defense pur-
chases has had a dramabic effect on
regional ecomomic wactivity. This is
illustrated by the following tabulagion
of the shara of total military prime
contract awards made in cach region
during 195153 and in 1861, Frgures
for selected States are also shown.

Parcent distribution of tolel military prima
condraci qipmrds
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The coipcidence betwesn changes in
pacticipation incorne and in shares of
defense purchases is too striking to
require elaborstion. New England is
the only region to run counter to pai-
tern.  This is a reflection of tha sharp
inerense in contracts let in Massachu-

1 The ollawing paragraple wo hased oo The Chaaplng

Pulgerns of Defenne Procuremase, Ofico of ¢l Seoretary of
Thafonsn, Fong, 106
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setts—a development due in part to
the superior resenrch and development
facilities nssociated with the State’s
sducational system.

It should be noted thet due to an
insufficiently detailed indasizial classi-
ficntion, some of the foregoing mix
sffects 'do not show up in table 4 as
industry-mix effects but rather as the
results of changes in regional-shares.
Thia iz a strildng exmnple of the influ-
enca that the degree of dismggregation
has on the stalistical separation of
ndustry-mix and ragional-share factors.

Effects of form Income

Comparison of column E  with
coluun J of éable 3 Indicates that farm
mecome played a larger vols than did
any other single industry in changing
the gespraphie disiribution of income
from 1048 to 1862, Itz impact in this
regpact was transmittéd mainly through
the induvstry-miv effects. Agriculturs
iz o slow-growtk industry—mors specif-
ierlly, it was one of the few industries
to show an netual decline {rom 1943
to 19682 Furthermors, sgriculture is
distributed thronghont the ITation much
more nnevenly than most other majorin-
dustriea. Given those two factors, it
is t0 be expected that agricalture would
have sybstantial infinenge n  deter-
mining the effects of industry-miz on
changes in incoma.

Elimination of farm ineome from the
overall ageregate changes the effects
of industry-mix greatly. State dif-
farences in industry-mix, ineluding apri-
culture, saused o chift of sbout 510
billion [rom 1948 to 1962; mosh of it
boosted the incomes of the Nerthern
and Ceniral States and reduced those
n the Sonth and West, therehy off-
setting mnch of the effects of area ghifts
in industries. With agmevlture ex-
cloded, ihe gesgraphic redistribution
of income due to industry-mix is re-
duced from §10 billion o $2 billion,
and in most nrens its effects are small.

In several States, however, the in-
doshry-mix of the nonfarm economy
had considerable affect. Pennsylvanis
suffered the largest outshift of income
due to unlavorable industry-mix. This
stemmed mainly from the high pro-
portion of coal mining and textiles
in the State's economy.

23

Industry-mix had an adverse effect
on participation incoms in the Sowtheast
even apart from that due to agrisnlture.
In Weet Virginia and Kentueky, cosl
mining exerfed & dempening effect;
i the fwo Chrolinas. and Georgis,
taxtiles limited the reiative growth of
income even though these States have
increased their shares of the industry totai.

In the Fnr West, nonfarm industry-
mix caused a relative inerense in ineome.
This waa the resnlt of 4 high proportion
of services, Stote and local govermnent,
financs, sutomotive preduction, nnd
construction in the area aconomy.

Investment and Transfer
Income

The preceding discussion of changes
in income frem participstion in current
production accounts for the bulk of
the total income change. Two major

- companents of ineome—property in-

come (rents, dividends, and interest}
and trapsfer payments—bave besn
omitted because they cannot be nllo-
cated industrially.

Together these two companenis
added 364 bilhon to the income flow
between 1948 snd 1963. A= shown by
the aecompanying tobulation, changes
in property insome generally contrib-
uted to the relative shift of the income
share froma the northenst wnd centreal
ragions to the South and West. Since
gaving from whick investments are
made is accumulated out of eurrent
inecome, and sinee the goegraphie trand
of income change to the South and West
haa been wnderway for many vears, the
rolative shift in property income was
10 be expected.

Ll —rmrmams 0l
o e b 1 SR | S 11
B WEFbamewmman oo 153 or b

Tha smoutt paid sut in the fong of
trensfera depends inainly on populs-
tion and public policy. PBecanse there
was much less variation in rates of
change in tranefsr payments than i
incoms from current production, trans-
fers tended to retard the geographic
redistribution of income.
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Population and Per Capita
Incomes

In the following seotion income
trends are viewed bz the result of
developments in population and per
capits incomss. This way of exumin-
ing changes in the geographic distribu-
tion of ineome differs from that in the
pravious section where they wera seen

SURVEY OF CURRENT BUSINESS

Thaze two spproaches throw light on
important, and very differsnt, ele-
ments of the overs]l pieture. Doubt-
less there ave still other ways of de-
composing the total change in 1n¢ome
into aconomically significant factors.
Fopuistion changes exercised o pow-
erful influgnce on the redistribution of
intome smMong States over the 1048-
63 gpan. L6 shouid be notad that
references in this Teport to rTelative

April 1004

lasses refer to declines in the shore
or to below-uverage Tates of growth and
not to sbsafute income or population
Loases, '

The shift of population after 1048
wee from the northeast end central
plaine to the zouthwest and west.
When weighied by income, there is
close eoincidente heteroan relative gains
aand losses in income and in popn-

= tha produet of industrial forces.

lation on both & Siate snd regional

Tahbe 3. ~Compenents of Change In Income from Participation in Current Produetion, I4E=62 1
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bogis. Only io the Southesst -and
Great Lakes, aod to a lesser extent
in New Englend, were there substaniin

-' departures from this paralielista, In

the Southeast, population changes ac-
comted for only a small portion of
the above-gzvelnge income expansion.
The bulk of thai region’s incume
impravemant came from bhigher aver-

_ age incomss generated within its acon-

omy. A reverss situation obtained
in the Great Lakes States, which pus-
tained 2 elzable loss in it income

* share in the postwar period. Only =

minor porticn of thiz can be explained
by population shifta; the bulk of the
decline reflects o less-than-everage
rise in income per person. In the New
England States, incrensed aversge in-
comes relutive to the neicnal figre
offzet a large portion of the income
logs due to the population shift.

In order to examine more closely

. the relpbonship bstwsen geogrsphical

shifts in imcome and population, the
latter have been divided into changes
due to: (1) natural incressa, {2 do-
meetic nonwhite migration, (3] do-
meatic white migration, and @) et

. pnmigration from abroad. State fip-

ures for items 1 and 2, and for 3 and 4

" eombined wara obtzinad from Census

- of Population data. The series, which

povered the weaws 1960-60, wers ex-

" tended to 1962 ¢n the bosis of the trend

. of the past decads.

s

Net immigration
from abroad was estimated by Siates
from informeation chtained from the

: Buresu of the Census and from

the Immigration Service.

For tha purpose of obtaining & rough
; approximation of the effect of popule-
! tion change on the geographic distribu-

* tion of income, the nymber of migrants
J in each group wis multiplied by an

t

T e r——

assumed average income of thab par-
tiuu]:a.rgmupinamh Siate. Per capita
+ incemes of domestio migrants~——sepa-
rately for whites and nonwhites—wss
| nssumed to be the same as thoss of
nonm:gmnts bowever, eshimates for

each State were computed from refstion-
ah.:.ps between the medisn incomes

i of whites, nonwhites, snd the total
: Wpulution a8 derived from State data
;in the 1960 Census of Population.

Average incomes of immigrants from
abroad were assurmed to be three-fourths

that of the residentz of the State to

SURVEY OF CURRENT BUSINESS

which they immigrated. Average. in-
comes of those in the natural-increase
component were assumad o equal the
overs]l per eapite income in the appre-
priate State.

The nationel total of change due to
each of the 4 components was derived
as the sum of the produst of the number
of persons and their asgsnmed per capiia
jncosne in each Stete. Next, these
national ioials ware allocated in accord-
snce with the State distribution of total
income in the base period in order to
derive distributiens of the components
bad each Stata shared propertionately
in the income effect of chonge in the
several components population geowth.
The difference between the “actusl”
distribution and the ‘“proportionate’
distribution formed & messure of the
effect of the porticular comnponent of
population shahge on the total incoma
distribution.

25
Effecta of nonwhite migration

Migration of the nonwhite populasion
was a strong nctor in the redistribution
of income alngng States. Ii appears
that sn income shift of close to $2 bil-
lion may have resulted from the migra-
tion of this group. Execapt in Californis,
its impact, where significant, generolly
ran counler to relative changes in the
ineome fiow,

Fesentinlly, migration of oonwhites
wns from the South to the Nerih and
West with a handful of Siates account-
ing for the bulk of the imovement.
Mora than half #f the ineome shifts due
ta this migration centered in the five
Skates of North Carcline, Souih Caro-
linn, Georgia, Alsbama, and Missis-
sippi. This cutmigration of Negroes
necounts in part for the tapering in the
rate of overall income growth which
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characterized the Southeast during the
postwar years,

New York, Illinois, and California
received the bulk of the relative gains
stemning from the migration of Ne-
groez, with most of the remainder
aceruing to New Jarsey, Michigan,
Ohic, and the Thstrict of Columbin.

The impact of nonwhite migration is
assezsed here in terms of chooges in

SURVEY OF CUURRENT BUSINESS

peographic differences in such items as
economic welfare, fiscal capocity, and
tax structures may have been giita
different. Certninly its effect on per
capita ineorne levels wus the opposite of
its impact on total incoms.

Migrotion of the white population
Internal migration of tha whita pop-

April 1G4

redistribation among States and ragions
than did that of the nonwhites, although
the impact was more widely diffused
among Statez. (enerally, the foree of
this factor was in accord with the
chonges in oversll economie activity,
with migrants moving from the porth-
erp and eentra]l States to the southern
and weslern arens,

In doflar terma, the largest ontshifts

tggregate ineome only, Iis offsct on  ulation contributed even more o income  oeeuwrred in the Mideast, with the bulk
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gustamed by New Tork, Pennsylvania,
and the District of Columbie. In pro-
poriion to the aggregate income baae,

SURVEY OF CURRENT BUSINESS

was from Rlincis, Wisconsin, and

Michigan. :
The Souihenst provided an excepiion

to paitern. In that expanding econ-
orny, migration of whites raduced the
income share in all States except Vir-
ginia, Louisians, and Florida. In Flox-
ida, a tremendous infux of white mi-
granis from other parts of the country
nccounted for more than three-fourths
of the State’s total net gain in incorne,

however, by far tha larcest impact
of migration occurred in the Plains
States, where income In 1262 s esti-
mated as 52 billion, or § percent, less
then it would have been had no ouf-
migration occurred. In New England,
the msin migration was from Mossn-
chusetis, while in the Qreat Lakes it

[hLiliioms of doilars]
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and almest balanced the below-average
income gaine of the other States of the
regica,

Migration of the white population
added to the meoms flow in the other
southern and wesiern regions. In the
Soathwest and Rocky Mountoin States,
the increment was small; in the Far
West, it acconnted for aboub two-thirds
of the income incresse acored by the

regioq.
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Internal migration of the white popu-
Jaiion has thres speciol facets. Out-
migration of the whites was widely dif-
fused among States. Such migration
spparently was the result of & seareh on
the part of individuals for improved eco-
nomic opportunities, snd for better
Tiving conditions in the form of climate,
seapety, ebe. This iz seen in the shifi
of population from the older and more
matyre industriel areas of the Northeast

SURVEY OF CURRENT BUSINESS

sad Oreat Lokes sectiens, from the coal
mining arens of Appalachis, snd from
the agricultural sections of the Nuation,
‘penarslly.

In contrast, the immigration of whites
into & region appears to have concen-
trated m selected States and perhaps
even selested areps within those States,
For example, attributes such as climate,
scenery, physical lentures—the amenity-
rezources—thke locntion of new mdus-

April 1962

tries, and the estoblishment of research
gnd educational organizations eaozed a
large migration of the white populntion
inte Cahfornia, Flonids, New Jersey,
Avizons, and Marylend, These five
States received more than four-fifths of
tha income shift from white Tnigration.
In sach instance, tha income penernted
added substantially to the State's in-
come How.

‘Table §.—Indusgrial Breakdovn of Income
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Fioelly, in e asumber of States the
migration of whites appeared to refect
the oft-noted movement of populstion
from gentral citiea to the suburba.
This is & partial explanation of the
below-average income riz2e in Mew York
and the District of Columbin, and the
above-averngs geing in Connecticud,
New Jersey, Morrplend, Viegicia, and
Olio. In each of these Stales, the
presenca of large cities, oh or near their
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borders, appears to hold the basic
gxplanation,

Migration from abroad
Met migretion from abroad added to
the meome flow in every State, but be-

carse Ehe flow of imnigrants chapoelad
disproporfionately into selectad States,

" itz impact on the geographie distribu-

tioh of income was sighificant. In
pertienlar, migrants from abroad

Change e to Reglonal-Share Efeets, 1948-52 |
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boosted the income fow in New York
and Californin. By their failure to
enter the States of the Southeast and
Plains in appreciable numbers, imtni-
gration from abroad teaded o0 reduce
tha income shere of those ragions
relntive to that of other aress,

Effects of notural inerease

The lsst component of population
change is natural Inecresse—tihe exooss
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of births over deathe. Populsiion
growth throughout the Nstion helped
swell the flow of income, In parcentape

terms, however, there were differances -

in rates of increase which made for
repional unevenness in tha income flow
from this scurce,

The impact of patural ncrense on
the geographic distribution of income
was much the same ns was that of the
migration of the white population. In
the northeastern section of the Nation,
and to a lesser extent in the Great
Lakea nnd Plains States, the natural in-
creass in population ndded a less-than-
avarege amount to total income. This
reflected o decling in birth rates as well
ns the previcusly noted cutmigration
of the white populaiion from these areas
in emlier yeara, In other regions, in-
come gains due to natural incrense gave
an exfra impeius Lo income growth but
only in the move yural regions such as
the Southeast, Sovihwest, wnd Rocky
Mountain arens was the push a sub-
stantinl ona.

.Ei:umges in Per Capita Income

So far, economie growth lLas been
exnimingd in- terms of total income.
Changas in this maasure reflect changes
in the sconomic size of .an area, but
size is ooly one aspect of growth.
Equally important is per eapita incomsa,
the best indicator of economic welfare
arailable,

There has been shavp convergence
toward the national avernge in the
movenient of Btate per capita incomes
througlout tha couniry sinee 192%, but
the slopa of the end toward geegraphic
equality in average incomes has varied
considerably. The extent of the re-
dugtion in inequality can be measured
by chouges in the coelicient of varia-
tion, 1.¢., the wmean difference betwaen
arerage inceme in each Stata and the
Nation without repard to sign, weighted
by populition, end computed a8 & per-
cent of pational per capites inconie,
This moasure i= shown below for

selected yewrs over the past thres and
a half decades.

L]
%
12
16

SHRVEY OF 'CURRENTURTSINESS

Inceme differentials narrow

Sinea 1929, the cosficient of varia-
tion has bean ent in half, But two-
thirds of thiz reduetion was cphesn-
trated in the war and reconversion
years—os mey be ceen in the shadad
portion. of the chart on paps 25. In
1040, relative dizpersion was only a
little lese than in 192%9; betwesn 1940
ind 1046, it contracted sharply: from
1046 to FO63—an Epan of 17 vears—
inequality was reduced by only 2
percentage paints—from 18 parcent o
1¢ percent.

In summary, most of the subatantial
reduction 1o inequadity in regional per
capits  incomss  was  sccomplished
during the war veors; since theno, ¢on-
werzenca, thongh continuing, hns been
at o much slower rate. An explana-
tion of this, though a portial one, lies
in the difference of the nnture of the
relative shifts in totsl income before
and after 1048,

Changes during World War IT

Thrring World War 1L, when mast of
the reduction in vegional differentiala
in per capitn incames occwrred, relutiva
changes in populadion tended o be
comparatively uniferm: in most paits
of the country. As a result, the large
shifts in the geographic distribution of
total income were iranslated direcily
inte relative changes in per capita
meome diffarentials.

In the two soutlern regions there
was & sharp increase in the utilization
of existing labor resources. The huge
demend geensioned by the war for
nearly all types of zoods and services
atimulated production in the Bouth on
a relative basia more than elsewhers.
Both empleyment and productivity
ras¢ but there was little chenxa in
populstion. A major facior in this
respect waz the nae of these regions
for military training purposes. The
presence of military personunel here
added to the ineome flow, but sines
dependents generolly did not ac-
company persons on achive duty during
the war, the incresse in population was
smnller than that which usonlly ac-
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companies increases in the labor force.
In addition, the numerons Federal
military installations activated
throughout the two regions boosted
demand for Iocal poods and serviees,
thereby providing anoshar stemulus o
demaad.

In the Flains sad Rmky’ Movoisin
States as well s8.in the South, incoms
frorn agriculture soared from its positien
of semi-depression in 1840, to fmll
utilization of agricalteral capacity with-
in & few vears. JIocrensed farm pro-
duction in real terms, togeiher with
substential increases in prices received
Ly farmers, were transmitted directiy
inic relative gains in total and per
copite incomes,

The same faciors were operating
throughout the Nation, of course, but”
becavse there was less wupused smd
under-utilized capacity ouiside of bhe
South and the egricultursl Flains snd
Rocky Mountain areas, incomes did
not nove up so sharply elsewhare.

Chonges since 1948 _
Since -1048, howaover, .the major
foree making for shifts in the geographic
distribulion of total income has been
difforentinl population growth. This
bhas led to broad stability in per
cApits income differentials througheut
the WNation. The most striking ex-

~gmple of average income siability in

the [ace of sweeping economic develop-
roents since World War H is afforded
by the experiences of Californis ﬂ.nd
‘West Virginia.

In Cslifornia, totsl income tripled
between 1645 snd 1963—an incresse of
anc-third in its share of the national
total. Over the same period, aggragste
incomsa in West Virginia roze by one-
ball—a loes of nearly one-third in its
shara of the MNation's totnl. Aceom-
punyiog these changes in totnl income
were major population shifts. Cali-
formin’s population rose Y% million,
while 'West Virginia lest 121,000 resi-
dents. Yet, in 1963, per capita income
in each State etood at shout the same
point o relation to the national average
a5 it had 15 yeare eaclier. :

{ Condinued on poge &2)
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Factors Underlying Changes
in the Distribution of Income
{ Condinned From page 30}

Even though the reduction in per
atpita incorne differentials has feszaned
over the Jast decide and a half, thers
are several instances in which average
income appear=s o be related more bo
income devalopments then to popula-
tion shifie.

The record high volume of farma in-
come resched in the period 1947-48
pushed per dapita income unnsually
bigh in the Flaina and Rocky Moun-
tains, With the relative decline in
farm income from this high point
the 1048-82 trend in per eapitn in-
come has been downwerd even though
population declined somewhst relative
to the national growth rate.

In the Southeast, there was & con-
tinnouns mprovement in the level of
per capita income. In part, this ap-
pears t0 hava been due fo 5 basic
improvement in the region's income
gtructure, agd, in parct, the result of
outmigration of o larpe number of
Negroes with their less-than-average
incomes. It is interesting to note that
whereas the nationel measure of in-
equality declined by 12 percent from
1548 to 1963, the Sountheast reduced
the margin by which its per capita
income fell short of that in the Nation
by one-fifth, Morsover, the ragion’s
most resent experience indicates no
dimiogution in this rate. Indeed, since
1857, there has been some step-up in
the rate at which average incomes in the
Sountheast bave heen inereasing relative
to those in the Mation, genarally.

Dotk population and total ineome in
the New England States have baen
expanding 8t below-average rates, but
the lag has bean greatsst in population.
Almost = decade and a half ago the
decline in per capita income i the
regien, relative to the Nation, was
halted. Since 1948, average incomes
have Tizen from a point 8 percent
above the naticnal averare to omne 13
percent nbove it.
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